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Two Cross CurrentsTwo Cross Currents

�� One pulling down.   Dynamic multipliers.  One pulling down.   Dynamic multipliers.  

�� One pulling up.   Natural stabilizers?  Demand policies.One pulling up.   Natural stabilizers?  Demand policies.

�� Balance. Balance. Today, the first strongly dominates.Today, the first strongly dominates.

�� With right policies, balance should shift later this year.With right policies, balance should shift later this year.

�� Growth should turn positive at the end of 2009.Growth should turn positive at the end of 2009.

�� Unemployment should crest at the end of 2010.Unemployment should crest at the end of 2010.

�� Central: Health of financial system. To avoid vicious cycles, Central: Health of financial system. To avoid vicious cycles, 
and determine the strength of recovery.and determine the strength of recovery.
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Unemployment Rate ProjectionsUnemployment Rate Projections
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Natural Stabilizers?  Natural Stabilizers?  
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International Credit ProvisionInternational Credit Provision
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In SummaryIn Summary

�� Need for strong policies still acute. Need for strong policies still acute. 

�� With those policies (especially financial): With those policies (especially financial): 

�� Turnaround in growth (advanced) at the end of 2009. Turnaround in growth (advanced) at the end of 2009. 

�� Turnaround in unemployment at the end of 2010. Turnaround in unemployment at the end of 2010. 

�� Emerging and developing countries: higher but in sync.Emerging and developing countries: higher but in sync.

�� Need to start thinking now about exit policies.  Debt, Need to start thinking now about exit policies.  Debt, 
money, regulation, external imbalances.   money, regulation, external imbalances.   
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